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Methods and Standards for Establishing Payment Rates for Nursing Facilities 

(1 )  Allowable costs shall be divided into the following five cost components: Direct costs 
which shall include salaries for nursing personnel, related fringe benefits and nursing pool costs; indirect 
costs, which shall include professional fees, dietary expenses, housekeeping expenses, laundry expenses, 
supplies related to patient care, salaries for indirect care personnel and related fringe benefits; fair rent, 
capital-related costs, which shall include property taxes, insurance expenses, equipment leases and 
equipment depreciation; and administrative and general costs, which shall include maintenance and 
operation of plant expenses, salaries for administrative and maintenance personnel and related fringe 
benefits. Allowable costs shall not include costs for ancillary services payable under Part B of the 
Medicare program. 

(2) Two geographic peer groupings of facilities shall be established for the chronic and 
convalescent nursing home licensure and the rest homes withnursing supervision licensure for the 
purpose of determining allowable direct costs. One peer grouping shall be comprised of those facilities 
located in Fairfield county. The other peer grouping shall be comprised of facilities located in all other 
counties. 

(3)  For the rate year ending June 30, 1992, per diem maximum allowable costs for each cost 
component shall be as follows: For direct costs, the maximum shall be equal to one hundred forty per 
cent of the median allowable costs of that peer grouping; for indirect costs, the maximum shall be equal 
to one hundred thirty percent of the state-wide median allowable cost; for fair rent, the amount shall be 
calculated utilizing the amount approved by the commission on hospitals and health care; for capital
related costs, there shall be no maximum; and for administrative and general costs, the maximum shall 
be equal toone hundred twenty-five per cent of the state-wide median allowable cost. For the rate year 
ending June 30, 1993, per diem maximum allowable costs for each cost component shall be follows: 
For direct costs, the maximum shall be equal to one hundred forty percent of the median allowable cost 
of that peergrouping; for indirect costs, the maximum shall be equal to one hundred twenty-five per cent 
of the state-wide median allowable costs; for fair rent, the amount shall be calculated utilizing the 
amount approved by the commission on hospitals and health care; for capital-related costs, there shall be 
no maximum; and for administrative and general costs the maximum shall be equal to one hundred 
fifteen per cent of the state-wide median allowable cost. For the rate year ending June 30, 1994, per 
diem maximum allowable costs for each cost componentshall be as follows: For direct costs, the 
maximum shall be equal to one hundred thirty-five per cent of the median allowable cost of that peer 
grouping; for indirect costs, the maximum shall be equal to one hundred twenty per cent of the state
wide median allowable cost; for fair rent, the amount shall be calculated utilizing the amount approved 
by the commission on hospitals and health care; for capital-related costs, there shall be no maximum; 
and for administrative and general costs the maximum shall be equal to one hundred ten per cent of the 
state-wide median allowable cost. For the rate year ending June 30, 1995, per diem maximumallowable 
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Methods and Standards for Establishing Payment Rates for Nursing Facilities 

costs for each cost component shall be as follows: For direct costs, the maximum shall be equal to one 
hundred thirty-five percent of themedian allowable costs of that peer grouping; for indirect costs, the 
maximum shall be equal to one hundred twenty per cent of the state widemedian allowable cost; for fair 
rent, the amount shall be calculated utilizing the amount approved by the commission on hospitals and 
health care; for capital-related costs, there shall be no maximum; andfor administrative and general 
costs themaximum shall be equal to one hundred five percent of the state-wide median allowable cost. 
For the rate year ending June 30, 1996, and any succeeding rate year, except for fiscal years ending June 
30, 2000 and June 30, 2001 for facilities with an interim rate in one or both periods, per diem maximum 
allowable costs for each cost component shall be asfollows: For direct costs, the maximum shall be 
equal to one hundred thirty-five per cent of the median allowable cost of that peer grouping; for indirect 
costs, the maximum shall be equal to one hundred fifteen per cent of the state-wide median allowable 
cost; for fair rent, the amount shall be calculated utilizing the amount approved under the facility's 
certificate of need; for capital-related costs, there shall be no maximum; and for administrative and 
general costs the maximum shall be equal to the state-wide median allowable cost. For fiscal years 
ending June 30, 2000 and June 30,2001, for facilities with an interim rate in one or both periods, per 
diem maximum allowable costs for each cost component shall be as follows: for direct costs, the 
maximum shall be equal to one hundred forty-five per cent of the median allowable cost of that peer 
grouping; for indirect costs, the maximum shall be equal to one hundred twenty five per cent of the 
state-wide median allowable cost; for fair rent, the amount shall be calculated utilizing the amount 
approved pursuant to section I9a-154; for capital-related costs, there shall be no maximum; and for 
administrative and general costs themaximum shall be equal to the state-wide median allowable cost 
and such medians shall be based upon the same cost year used to set rates for facilities with prospective 
rates. Costs in excess of themaximum amounts established under this subsection shall not be 
recognized as allowable costs, except that the commissioner may allow exceptions to such maximum 
amounts for beds which are restricted to use by residents with acquired immune deficiency syndrome, 
traumatic brain injury, or who are chronically disabled requiring specialized care such asventilator 
dependency services, and, when cost effective to the program, for any facility with patient days covered 
by Medicare, including days requiring coinsurance, in excess of twelve per cent of annual patient days 
which also has patient days covered by Medicaid in excess of fifty per cent of annual patient days or for 
any hospital affiliated facility which has a managed care program. 

(4) For the rate year ending June 30, 1992, (A) no facility shall receive a rate that is less than 
the rate it received for therate year ending June 30, 1991;(B) no facility whose rate would exceed one 
hundred twenty per cent of thestate-wide median rate shall receive a rate which is five and one-half per 
cent more than the rate it received for the rate year ending June30, 1991;and (C) no facility whose rate 
would be less than one hundred twenty per cent of the state-wide median rate shall receive a rate which 
is six and one-half per cent more than the rate it received for the rate year ending June 30, 1991. For the 
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rate year ending June 30, 1993, no facility shall receive a rate that is less than the rate it received for the 

rate year ending June 30, 1992, or six percent more than the rate it received for the rate year ending June 

30, 1992. For the rate year ending June 30, 1994, no facility shall receive a rate that is less than the rate 

it received for the rate year ending June 30, 1993, or six percent more than the rate it received for the 

rate year ending June 30, 1993. For the rate year ending June 30, 1995, no facility shall receive a rate 

that is more than five per cent less than the rate it received for the rate year ending June 30, 1994, or six 

per cent more than the rate it received for the rate year ending June 30, 1994. For the rate years ending 

June 30, 1996 andJune 30, 1997, no facility shall receive a rate that is morethan three percent more than 

it received for the prior rate year. For the rate year ending June 30, 1998, a facility shall receive a rate 

increase that is not more than two per cent more than the rate that the facility received in the prior year. 

For the rate year ending June 30, 1999, a facility shall receivea rate increase that is not more than three 

per cent more than the rate that the facility received inthe prior year and thatis not less than one per cent 

more than the rate that the facility received in the prior yearexclusive of rate increases associated with a 

wage, benefit and staffing enhancement rate adjustment added for April 1, 1999 through June 30,1999. 

For the fiscal year ending June 30, 2000, each facility,except facility’s with an interim rate or replaced 

interim rate for the fiscal year ending June 30, 1999 andthose facility’s having certificate of need 

agreements specifying rate adjustments for fiscal year ending June 30,2000 related to bed licensure 

changes, shall receive a rate increase equal to one per cent applied to the rate the facility received for the 

fiscal year ending June 30, 1999 exclusive of the facility’s wage, benefit and staffing enhancement rate 

adjustment. For the fiscal year ending June 30,2000, for facility’s with an interim rate, replaced interim 

rate or scheduled rate adjustment specified in a certificate of need agreement forthe fiscal year ending 

June 30,2000, no facility shall receive a rate increase that is more than one percent more than the rate 

that the facility received in the fiscal year ending June 30, 1999. For the fiscal year ending June 30, 

200 1, eachfacility, except facility’s with an interimrate or replaced interim rate for the fiscal year 

ending June 30,2000 and those facility’s having certificate of need agreements specifying rate 

adjustments for fiscal year ending June 30,2001, shall receive a rate increase equal to two per cent 

applied to the rate the facility received for the fiscal year ending June 30,2000. For the fiscal year 

ending June 30,2001, for facility’s with an interim rate, replaced interim rate or scheduled rate 

adjustment specified in a certificate of need agreementfor the fiscal yearending June 30,2001, no 

facility shall receive a rate increase that is more than two percent more than the rate that the facility 

received for the fiscal year ending June 30,2000. For the fiscal year ending June 30,2002, each facility 

shall receive a rate increase of two and one-half per cent appliedto the rate the facility received in the 

prior fiscal year. For the fiscal year ending June 30,2003, each facility shall receive a rate increase that 

is two percent applied to the rate the facility received in the prior fiscal year. Increases in allowable fair 

rent based upon annual cost filings shall be added to any other rate increases for a facility which has 

undergone a material change in circumstances related to fair rent. 
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(5) For the purpose of determining allowable fair rent, a facility with allowable fair rent less 
than the twenty-fifth percentile of the state-wide allowable fair rent shall be reimbursed as having 
allowable fair rent equal to the twenty-fifth percentile of the state-wide allowable fair rent, provided for 
the rate years ending June 30, 1996 andJune 30, 1997, the reimbursementmay not exceed the twenty
fifth percentile of the state-wide allowable fair rent forthe rate year ending June 30, 1995. Beginning 
with the rate year ending June 30, 1996, any facility with a rate of return on real propertyother than land 
in excess of eleven per cent shall have such allowance revised to eleven per cent. Any facility or its 
related realty affiliate which finances or refinances debt throughbonds issued by the State of 
Connecticut Health and Education Facilities Authority shall after reporting the terms and conditions of 
such financing or refinancing have the fair rent component of its rate adjusted to account for a share of, 
on a case-by-case basis the financial benefit the facility or its related realty affiliate received as a result 
of such financing or refinancing, including but not limited to,reductions in the amount of debt service 
payments or period of debt repayment. For good cause actual allowable debt service costs for bonds 
issued by the State of Connecticut Health and Educational Facilities Authority shall be allowed if such 
costs do not exceed allowable property costs. For facilities which first open on or after October 1, 1992, 
allowable fair rent shall be determined for real property other than land based on therate of return for the 
cost year in which such bonds were issued. The methodology used to determine the property 
reimbursement component of the rate for a not-for-profit facility shall be as follows; first, fair rent as 
defined in the State Plan shall be calculated and second, to reflect the requirements of the State Plan 
which limit a not-for-profit facility's aggregate total allowable costs, the Department in its rate 
computation shall include the lower of fair rent or the Facility's actual allowable property costs 
comprised of allowable depreciation and interest plus those costs not allowed inthe cost component 
categories of administrative and general, indirect and direct as a result of per day costs in excess of 
established cost component maximums plus amounts disallowed for salaries (including managerial), fees 
and dues in excess of reimbursement guidelines, and interest expenses related to movable equipment. 

(6) A facility shall receive cost efficiency adjustments for indirect costs and for 
administrative and general costs if such costs are below the state-wide median costs. The cost efficiency 
adjustments shall equal twenty-five per cent of the difference between allowable reported costs and the 
applicable median allowable cost. 

(7) For the rate year ending June 30, 1992, allowable operating costs, excluding fair rent, 
shall be inflated using the Regional Data Resources Incorporated McGraw-Hill Health Care Costs: 
Consumer Price Index (all urban) - All Items minus one and one-half per cent. For the rate year ending 
June 30, 1993, allowable operating costs, excluding fair rent, shall be inflated using the Regional Data 
Resources Incorporated McGraw-Hill Health Care Costs: Consumer Price Index (all urban) - All Items 
minus one and three quarters per cent. For the rate year ending June 30, 1994, andJune 30, 1995, 
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allowable operating cost, excluding fair rent, shall be inflated using the Regional Data Resources 
Incorporated McGraw-Hill Health Care Costs: Consumer Price Index (all urban) - All Items minus two 
per cent. For the rate year ending June 30, 1996, allowable operating costs, excluding fair rent, shall be 
inflated using the Regional Data Resource Incorporated McGraw-Hill Health Care Costs: Consumer 
Price Index (All Urban) - All Items minus two and one-half per cent. For the rate year ending June 30, 
1997, allowable operating costs, excluding fair rent, shall be inflatedusing the Regional Data Resources 
Incorporated McGraw-Hill Health Care Costs: Consumer Price Index (All Urban) - All Items minus 
three and one-half per cent. For rate years ending June 30, 1992 and anysucceeding fiscal year, 
allowable fair rent shall be those reported in the annual reportof long term care facilities for the cost 
year ending the immediately preceding September thirtieth. The inflation index to be used pursuant to 
this subsection shall be computed to reflect inflation between the midpoint of the cost year through the 
midpoint of the rate year. 

(8) On and after July 1, 1994, costs shall be rebased no more frequently than every two years 
and no less frequently than every four years, as determined bythe commissioner. 

(9) A chronic and convalescent nursing home having an ownership affiliation with and 
operated at the same location as a chronic disease hospital may request that the commissioner approve 
an exception to applicable rate setting provisions for chronic and convalescent nursing homes and 
establish a rate for the rate years ending June 30, 1992 and June 30, 1993. Any such rate shall not 
exceed 165% of the median rate established for chronic and convalescent nursing homes established 
under this section for the applicable fiscal year. 

(10) For purposes of computing minimum allowable patient days, utilization of a facility's 
certified beds shall be determined at a minimum of ninety-five per cent of capacity, except for new 
facilities and facilities which are certified for additionalbeds which may be permitted a lower occupancy 
rate for the first three months of operation after the effective date of licensure. 

(1  1) The commissioner may, in his discretion, based upon review of a facility's costs, direct 
care staff to patient ratio and any other related information, revise a facility's rate for any increases or 
decreases to total licensed capacityof more than ten bedsor changes to its number of licensed rest home 
with nursing supervision beds and chronic and convalescent nursing home beds. The commissioner may 
so revise a facility's rate established for the fiscal year ending June 30, 1993, and thereafter for any bed 
increases, decreases or changes in licensure effective after October 1, 1989. 

(12) The commissioner may reduce the rate in effect for a facility which fails to file its annual 
cost report on or before December 31 following the close of the annual cost report period ended 
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September 30 by an amount notto exceed ten per centof such rate. 

(13) If changes in federal or state laws, regulations or standards adopted subsequent to June 
30, 1985, result in increased costsor expenditures in an amountexceeding one-half of one per cent of 
allowable costs for the most recent cost reporting year,rates may be adjusted for any such increased 
reasonable costs or expenditures within a reasonable period of time retroactive to the date of 
enforcement. Nothing in this section shall be construed torequire the Department to adjust rates and 
provide payment for any increase in costs resulting from an inspection of a facility by the Department of 
Health Services. 

(1 4) Costs incurred in complying with the Omnibus Budget Reconciliation Act of 1987 
(OBRA 1987) will be included in per diem rates effective October 1, 1990. A cost settlement process 
will be instituted whereby facilities will file reports of actual costs mandated by the requirements of 
OBRA 1987 andretroactive settlements will be made for rate periods for which rates are established 
based upon cost periods prior to 1992(the second full year of OBRA implementation). These rates also 
reflect the requirements of the Omnibus Budget Reconciliation Actof 1990 (OBRA 1990) which require 
that payment rates reflect the costs of services required toattain or maintain the highest practicable 
physical, mental and psychological well-beingof each resident eligible for Medicaid. 

(15 )  The commissioner may, upon application, waive the cost disallowance applied to a 
facility which accepts per diem payments from another state in excess of the Connecticut Medicaid rate. 

(16) The commissioner shall adjust facility rates for the April I ,  1999 through June 30, 1999 
portion of the fiscal year ending June 30, 1999, bya per diem amountrepresenting each facility’s 
allocation of funds appropriated for the purpose of worker wage, benefit and staffing enhancement. A 
facility’s per diem allocation of such funding shall be computed as follows: (A) The facility’s direct and 
indirect component salary, wage, nursing pool and allocated fringe benefit costs as filed for the 1998 
cost report period deemed allowable in accordance withthis section and applicable regulations without 
application of cost component maximums specified in subsection (f)(3), shall be totaled; (B) such total 
shall be multiplied by the facility’s Connecticut Medicaid utilization (Connecticut Medicaid days as a 
percentage of total resident days) based on the 1998cost report; (C) the resulting amount for the facility 
shall be divided by the sum of the calculations specified in subparagraphs (A) and (B) of this subdivision 
for all facilities to determine the facility’s percentage share of appropriated wage, benefit and staffing 
enhancement funding ;(D) the facility’s percentage share shall be multiplied by the amount of 
appropriated wage, benefit and staffing enhancement funding to determine the facility’s allocated 
amount; and (E) such allocated amount shall be divided by Connecticut Medicaid days included in the 
1998 cost report to determine the per diem wage and benefit rate adjustment amount. The commissioner 
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may adjust a facility’s reported 1998 cost and utilization data for the purposes of determining a facility’s 
share of wage, benefit and staffing enhancement funding when reported 1998 information is not 
substantially representative of estimated cost andutilization data for the fiscal year ending June 30,2000 
due to special circumstances during the 1998 cost report periodincluding change of ownership with a 
part year costfiling or reductions in facility capacitydue to facility renovation projects. Upon 
completion of the calculation of the allocation of wage, benefit andstaffing enhancement funding the 
commissioner shall not adjust the allocations due to revisions submitted to previously filed 1998 annual 
cost reports. In the event that a facility’s rate for the fiscal year ending June 30, 1999 is an interim rate 
or the rate includes an increase adjustment due to a rate request to the commissioner or other reasons, the 
commissioner may reduce or withhold the per diem wage, benefit andstaffing enhancement allocation 
computed for the facility. Any enhancement allocations not applied to facility rates shall not be 
reallocated to other facilities and such unallocated amounts shall be available for the costs associated 
with interim rates and other Medicaid expenditures. The wage, benefit and staffing enhancement per 
diem adjustment for the April 1, 1999 through June 30, 1999 period shall also be applied to rates for the 
fiscal years ending June 30,2000 except that the commissioner may increase or decrease the adjustment 
to account for changes in facility capacityor operations. Any facility accepting a rate adjustment for 
wage, benefit and staffing enhancements shall apply payments made as a result of such rate adjustment 
for increased allowable employee wage rates and benefits and additional direct and indirect component 
staffing. Adjustment funding shall not be appliedto wage and salary increases provided to the 
administrator, assistant administrator, owners or related party employees. Enhancement payments may 
be applied to increases in costs associated with staffing purchased from staffing agencies provided such 
costs are deemed necessary andreasonable by the commissioner. The commissioner shall compare 
expenditures for wages, benefits and staffing for the 1998 cost report period to such expenditures in the 
1999, 2000 and 200 1 cost report periods to determine whether a facility has applied additional payments 
to specified enhancements. In the event that the commissioner determines that a facility did not apply 
additional payments to specified enhancements, the commissioner shall recover such amounts from the 
facility. The commissioner may require facilities to file cost reporting forms, in addition to the annual 
cost report, as may be necessary to verify the appropriate application of wage, benefit and staffing 
enhancement rate adjustment payments. 
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(1) Any privately-operated facility with real property other than land placed in 
service prior to October 1, 199 1,shall, for the rate year ending June 30, 1995, receive a rate of 
return on real property equal to the average of the rates of return applied to real property other 
than land placed in service for the five years preceding October 1, 1993. For the rate year ending 
June 30, 1996, and anysucceeding rate year, the rate of return on real property for property items 
shall be revised every five years. The commissioner shall, upon submission of a request, allow 
actual debt service, comprised of principal and interest, in excess of allowable property costs if it 
is deemed that such debt service terms and amounts are reasonable in relation to the useful life 
and the base value of the property. For the rate year ending June 30, 1995, and any succeeding 
rate year, no inflation adjustment shall be applied to real propertycosts. 

(2) For the rate year ending June 30, 1996, and any succeeding rate year, the 
allowance for real wage growth shall not be applied. For the rate year ending June 30, 1996, 
rates shall include an amount representing application of a two and one-half percent factor to 
salary, wage and benefit costs reported in 1994 cost reportfilings. 

(3) For the rate year ending June 30, 1996, and any succeeding rate year, no rate shall 
exceed three hundred seventy-five dollars per day unless the Commissioner in consultation with 
the Commissioner of Mental Retardation, determines after a review of program and management 
costs, that a rate in excess of this amount isnecessary for care and treatment of facility residents. 

(4) The inflation adjustment applied in accordance with subsection (p) of the State 
Plan (Attachment 4.19D, page 2 1) to update allowable 2000 costs shall be increased to include a 
three and one half percent inflation factor for the rate year ending June 30,2002. The inflation 
adjustment applied in accordance with subsection (p) of the State Plan (Attachment 4.19D, page 
2 1) to update allowable 2001 costs shall be increased to include a one and one half percent 
inflation factor for the rate year ending June 30,2003. 
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State 

DEPARTMENT OF HEALTH & HUMAN SERVICES 

November 5, 2001 


Mr. Michael Starkowski 

Deputy Commissioner 

State of Connecticut 

Department of Social Services 

25 Sigourney Street 

Hartford, CT 06106-5033 


Dear Mr. Starkowski: 


CENTERS FOR MEDICARE 
& MEDICAID SERVICES 

Division of Medicaid & State Operations 
Region 1 

JFK Federal Building 

Government Center 

Boston, MA 02203 


We are pleased to inform
you that Connecticut State Plan Amendment 
TN 01-012,which was received by this officeon September 26,2001, is approved 

for incorporation into the official Connecticut Plan. 


This amendment, which was effective July
1, 2001, revises methods and 

standards for establishing payment rates for nursing facilities and privately 

operated ICF/MRs. Our review of your submittal was conducted in accordance 

with the requirements of sections 1902(a)(13) and 1902(a)(30) of the Social 

Security Act and the implementing Federal regulations. 


If you have any further questions, please contact Robert Parris 

at 617-565-1242. 


Sincerely, 


Ronald Preston, 

Associate Regional Administrator 
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STATE:CONNECTICUT 

MORE LIBERAL METHODS OF TREATING RESOURCES 
UNDER SECTION 1902 ( r) (2) OF THE ACT 

1902 ( f )  State /-I Non-SectionSection 1902 (f) State 

The more liberal resource methodologies described below applyto the following coverage groups: 

1902 (a) (10)(E)(iv) (I) - Individuals who would be qualified medicare beneficiaries describedin Section 1905 
(p) (1) but for fact that their income exceeds 100 percent of the official poverty line (referred toin Section 
1905 (p)(2))and is at least 120 percent, but less than 135 percent,of such povertyline for a familyof the size 
involved and who are not otherwise eligible for medical assistance under the State plan; 

1902 (a) (10)(E) (iv) (11) - Individuals who would be describedin subclause (I) if "135 percent" and "175 
percent" were substituted "120 percent" and "135 percent" respectively. 
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